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2 KEY ECONOMIC INDICATORS: JORDAN i/ 
Z 
Unless otherwise noted, all values are in million US g 2! 


4/ “<Chanee®’ 
1972 1973 1974 1975 1976— 1975-1976 

INCOME AND PRODUCTION — 6/ 

GNP (current prices) 735 874 1127 1330-* aia. 


Per Capita GNP (current prices US$) 295 339 424 4340! n.a. 


Agricultural Production (MT 1000) 
Wheat 211 50 245 50 702) 
Barley & Other Field Crops 70 20 92 Zi 20— 
Vegetables 246 148 275 262 ~& 2702/ 
Fruit 153. 104 «#4155 0 0nSs/ 
Industrial Production 
Industrial Production Index (1966 = 100) 139 153 163 175 2068/ 
Phosphate (MT 1000) 709 1081 1675 = 1353 2778/ 
Cement (MT 1000) 661 617 615 598 968/ 
Petroleum Products (MT 1000) 605 675 748 828 1898/ 
Elec Pwr Prod, Amman (Mil KWH) 158 181 213 257 50n/ 
Bldg Permits Issued, Amman (M1000) 241 331 291 318 86— 
Money & Prices 
Money Supply (M1) 322 425 529 683 731 
External Public Debt 2/ 06 oe oe 2m 
Com Bank Credit Outstanding 141 188 261 379 393 
Com Bank Deposits 204 261 348 494 550 
Int. Rate (Comm Banks, prime) 7.0% 7.0% 7.0% 7.0% 7.5% 
Ave. Amman Cost of Living Index 

(1967 = 100) 129 143 172 192 229 
Balance of Payments & Trade 
Gold & Foreign Exchange Reserves(tot. ) 281 327 368 547 643 
Balance of Payments (current account) +4 +12 +9 +59 
Balance of Trade -231 -287 -364 -606 
Domestic Exports 35 43 122 125 
U.S. Share nil nil nil nil 
Imports 266 330 486 131 
U.S. Share 18% 10% 11% 10% 
Notes: 
Man data is from the Central Bank or the Department of Statistics, 
2/ exchange rates: 1972 - US $1.00 = Jordan Dinar .358; 1973 - US $1.00 = JD. 328; 

1974 - US $1.00 = J. D.. 322; 1975 US $1.00 = J.D. .320; 
first quarter 1976 - US $1.00 - J.D. .330 
3/GNnpP data is for East Bank and Occupied West Bank. Agricultural and Industrial 
production are for East Bank only. 

—' for first quarter. 
2/percentage change is for 1976 period shown compared to the same period in 1975. 
—' Embassy estimate. 
—' Embassy Forecast for calendar year. 
8/January and February, 1976. 
—'Includes government guaranteed debt, equal to about 9% of total. 





JORDAN 
SUMMARY 


Jordan's GNP in 1975 wili probably show an increase of almost 20% 
over the previous year; but less than half of the increase will be real 
growth, Due to inadequate rainfall, agricultural production declined 
drastically in 1975, and industrial production grew only slightly. Ex- 
ports showed a very small increase while imports continued their 
rapid growth, sending Jordan's chronic trade deficit to a record level. 
Foreign grant aid and remittances from Jordanians living abroad in- 
creased dramatically, however, creating a record surplus on the cur- 
rent account. Jordan's reserves of gold and foreign exchange also 
continued to grow. 


The budget of the Jordanian Government remains heavily dependent 
on foreign grant aid. Though there has been a gradual trend towards 
greater reliance on domestic sources of revenue to support recurring 
expenditures, approximately 40% of the funds for these expenditures 
in 1976 are to derive from foreign grants. 


Jordan's economy is booming, particularly in construction. Local 
investor and business confidence in continued economic growth and 
political stability is high. However, inflation and a shortage of labor, 
primarily in middle level technical and management personnel, may 
pose serious problems to sustained economic growth. 


1976 will mark the first year of a highly ambitious Five Year Plan 
that foresees $2.3 billion in investment. There should be attractive 
opportunities for aggressive American exporters of technical con- 
sulting services and capital goods. 
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Current Economic Stituation and Trends 


The Embassy estimates that Jordan's GNP in 1975 will record an in- 
crease approaching 20% over the 1974 GNP. However, by far the greater 
part of the increase will have been in nominal rather than real terms. 


Limited rainfall during the 1975 growing season resulted in a large de- 
crease in agricultural production. In particular, harvests 6f field crops 
(mostly wheat and barley) and olives, which are grown in areas entirely 
dependent on natural rainfall, dropped to about one-fifth of 1974's record 
yields. Vegetable production remained at about the level of 1974. The 
production of grains and other field crops is expected to be up somewhat 
in 1976 as substantial late winter rainfall partially compensated for a 
lack of rain earlier in the season. Highland summer production, mainly 
tomatoes, should also increase due to the late rains. 


Identified commercially exploitable minerals in Jordan are few, Phos- 
phate mining and cement production are the only major industries based 
on the local availability of minerals. A $200 million fertilizer plant, 
based on Jordanian phosphates, is scheduled for completion in 1979. It 
is to have an annual production of 600,000 tons. A ceramics factory, 
using local clays, is to commence production shortly, but long standing 
plans to develop a glass industry utilizing south Jordan sands have made 
little progress, An investigation of the commercial feasibility of ex- 
tracting potash from the Dead Sea has been initiated, and oil exploration 
in the northern and western parts of the country continues. The first 
experimental well based on these studies is to be drilled in the fall of 
1976. Copper and manganese deposits have been located but work con- 
tinues to determine if their exploitation is commercially feasible. 


Because of a small domestic market (total East and West Bank population 
is estimated at 2.7 million), Jordan's industry has traditionally been 
characterized by small facilities, producing almost exclusively for the 
local market, Jordan's largest industries produce cement, phosphate 
rock (entirely for export), and petroleum products (almost entirely for 
domestic consumption). Major expansion of all three industries is 
planned. Production of phosphates, which accounted for almost half of 
Jordan's commodity exports in 1974, decreased in 1975, primarily be- 
cause of weakened international demand. However, due to high prices 
at the beginning of 1975, export earnings remained at the record 1974 
level of $61 million. Production of cement, another major export, also 
decreased in 1975. The importance of phosphate production to the 
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Jordanian economy is illustrated by the (1976-1980) Five Year Plan's ex- 
pectation that phosphate exports will continue to contribute almost 60% of 
total commodity exports by 1980. The Government budget is also highly 
dependent on revenues from an export tax on phosphates: the 1975 budget 
anticipated revenues of some $90 million, equal to more than 30% of total 
domestically generated revenues. Actual revenue from the tax last year 
was less than $35 million, Current plans call for phosphate exports in 
1976 to more than double over the 1.1 million tons exported last year. 


The Jordanian population's participation rate in the labor force is rela- 
tively low, at less than 25%, due primarily to the large proportion of the 
population that is less than 16 years old and traditional attitudes limiting 
the role of women in the economy. Jordan has, however, recently begun 

a program to encourage greater participation of women in the economy. 
About 60% of the labor force is employed in the services sector, which is 
dominated by the country's large civil service and armed forces, which 
together employ more than 110,000 people. The remaining 40% of the 
labor force is divided about equally between agriculture and industry, 

with a gradual decrease in the former and corresponding increase in the 
latter having taken place in recent years. The contributions of the three 
sectors to (East Bank) Gross Domestic Product have shown a trend similar 
to developments in the distribution of the labor force: the service sector 
contributes about 65%, the industrial sector has increased its contribution 
to 25%, while the contribution of agriculture decreased to about 10% in 1975. 


Jordan suffers from a chronic and growing trade deficit. About two-thirds 
of the three-fold increase in "commodity" exports that was recorded in 
1974 was due to phosphate exports. Exports of produce and cement ac- 
counted for most of the remainder of the increase. In 1975, Jordan's 
exports increased very slightly while import volume continued upward 
rapidly, producing a record trade deficit. Consumer goods comprised 
39% of total imports while imports of capital goods doubled, and repre- 
sented 35% of the total. Although fruits and vegetables are major exports 
for Jordan, the country is a net importer of food, relying on imports for 
almost 50% of domestic consumption (or 25% of the value of total imports). 
The United States had been Jordan's major supplier from 1971-1974. Last 
year the Federal Republic of Germany took over that position (11% of 
imports), 


Grant aid from the United States and Jordan's Arab neighbors, principally 
Saudi Arabia and Kuwait, remittances from Jordanians residing outside 
the country, and receipts from tourism have overcome the trade deficit 
and produced a surplus on the current account. Grant aid and remittances 


are now Jordan's first and second most important sources of foreign 
exchange, respectively. Exclusive of Rabat subsidies (donated to Jordan 
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in 1975 from Arab countries by agreement at the 1974 Arab summit con- 
ference in Rabat for military expenditures) grant aid was $222 million 

in 1975 (a 75% increase over the previous year), and remittances recorded 
by the banking system were $166 million, more than double the amount of 
1974. The Government of Jordan anticipates a slight increase in grant aid 
in 1976, and present indications are that there will also be a large increase 
in remittances this year. 


As of the end of March this year, the country's total reserves in foreign 
exchange and gold stood at a record $643 million. There may be a net 
decrease in reserves over the course of 1976 because of existing large 
commitments for their expenditure. However, the reserve level should 
remain at a comfortably high level by the end of the year. 


Jordan's money supply (M1) has experienced rapid growth since 1973. In 
1975, the money supply grew by 28%: currency held by the public increased 
by 20% and demand deposits by 45%. Through the first quarter of 1976, Ml 
has been growing at a greater rate than last year. The minimum commercial 
bank lending rate was increased from 7.0% to 7.5% by the Central Bank early 
in 1976 in an effort to restrict credit. 


The growth in the money supply has contributed to a disturbing rate of in- 
flation that first developed force in 1974. After several years of slowly 
rising prices, the Cost of Living Index for Amman registered 20% average 


annual increases in both 1974 and 1975. In March 1976, the Index fell 3% 
from the record high recorded the previous month, This decline, however, 
may be a temporary phenomenon, For the economy as a whole, the current 
rate of inflation has been estimated variously between 14-22%. The Embassy 
believes the present inflation rate to be near the middle to upper end of the 
range. Many technical and middle level management personnel, as well as 
increasing numbers of skilled and even semi-skilled workers have been 
attracted to Saudi Arabia and the Gulf by wages that are multiples of those 
offered in Jordan. This phenomenon, combined with a booming economy, 
especially in construction, has reduced unemployment in Jordan to virtually 
zero. The shortage of labor has led to rapidly rising wages in the private 
sector and added a cost-push element to other inflationary pressures such 
as: the previously noted increase in the money supply, housing demand 


that has outstripped supply coupled with increasing costs of construction 
materials, rising food prices, a rapid pace of investment which has 


generated wages with a natural lag in production, and huge profits realized 
from rampant land speculation competing for limited consumer goods. 
Recently announced price increases in petroleum products and cement will 
necessarily add to the problem. Government officials and the private 
sector have expressed serious concern over the rate of inflation and its 
undesirable economic and social impact. Several corrective measures 
are being debated, but prospects for immediate relief are dim. 
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The Jordanian Government's recurring budget expenditures remain heavily 
dependent on foreign grant budget support. Though there has been a gradual 
secular trend towards increased reliance on domestically generated reven- 
ues to support recurring expenditures, the 1976 Budget anticipates that, 
exclusive of domestic borrowing, 40% of these expenditures will be financed 
by foreign budget support. Jordan's plans to generate sufficient government 
revenue from domestic sources to finance recurring expenditures remain 

a goal that will not be achieved in the near future. Recurring expenditures 
were $384 million in 1975, and the 1976 Budget originally allocated $446 
million for this purpose. However,unbudgetted increases in wages and 
allowances granted to government employees early this year, to compen- 
sate for cost of living increases, will add some $23 million to current 
expenditures this year. Additionally, income tax relief,granted to both 
government employees and the private sector, will reduce revenues. The 
ratio of interest and principal payments on Jordan's external debt to total 
foreign exchange receipts was 6.6% in 1975. As most external debt obli- 
gations are in the form of long-term, low-interest loans, debt servicing is 
not expected to be a problem in at least the near term. In 1971, the govern- 
ment introduced domestic bonds as an instrument of finance. There are now 
$90 million in these bonds outstanding. 


Jordan's 1973-1975 Three Year Plan aimed at total public and private 
investment of $500 million (at 1972 prices). Although the public sector 
fell short of achieving its goal, the Jordanian Government has calculated 
that about 96% of the total investment target was reached. The 1976 
Budget calls for a total of $238 million in public sector development in- 
vestment. On the basis of past performance, about $150 million will 
probably be expended. Development investment is financed primarily 
by long-term, low-interest loans from abroad, most significantly from 
the United States, the Federal Republic of Germany, the Kuwaiti Fund 
and I.D.A. 


Implications for the United States 


Jordan's economy is basically a free enterprise system although the 
Government mantains important equity positions in many of the country's 
larger enterprises. Foreign investment is welcomed, and a liberal in- 
vestment law grants attractive tax holidays and other advantages to invest- 
menf which accord with Jordan's plans for economic development. Also 
incorporated in Jordan's basic investment law are provisions permitting 
the repatriation of capital and profits. Further liberalization of the in- 
vestment law is now under consideration. Foreign exchange regulations 
are relatively free and may be further relaxed later this year. 
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The first private American-Jordanian joint venture, to produce indus- 
trial footwear for both the domestic and export markets, was entered 
into recently, and preduction is expected to begin before the end of 
1976. If increased and permanent access to the markets of neighboring 
Arab countries is assured, there may develop additional attractive 
opportunities for joint ventures in light industries to supply the region. 
International financing for well-studied, viable projects should be ob- 
tainable. 


While the domestic market of Jordan is not large, imports from the 
United States have increased from $35 million in 1973, to $55 million 
in 1974, and $76 million in 1975, While the reputation of American 
goods and services for quality still gives the American exporter some 
advantage, in recent years there has been increasingly agressive com- 
petition from other suppliers. Jordan's highly ambitious Five Year 
Plan (1976-1980) calls for investment in the economy, as opposed to 
social infrastructure, of almost $2 billion, primarily in agriculture, 
mining and manufacturing, tourism, and transportation. Particularly 
in consulting services, increasingly in construction, and in machinery 
and capital goods generally, there will be attractive opportunities for 
American exporters. Depreciation of the Jordanian Dinar against the 
American dollar that took place over the course of the last year has 
made American goods relatively more expensive than those of some 
European competitors while the re-opening of the Suez Canal in mid- 
1975 has reduced transportation costs for American and European 
imports. 


In November, 1975 Jordan enacted legislation designed to encourage 
the establishment of regional headquarters offices in Amman. Pro- 
visions of the new law include tax exemption for profits earned out- 
side of Jordan, income tax exemption for all expatriate employees 

of the regional offices, and duty-free entry of office equipment and 
of the personal vehicles of expatriate employees. Some seventy 
foreign firms have thus far been induced by these privileges to locate 
their regional headquarters in Amman,about two dozen of which are 
American. 


The responsible agency of the Government of Jordan will normally 
issue an international tender for major procurement of goods or ser- 
vices, though sometimes selected potential suppliers are pre-qualified. 
Prior to issuance of an international tender, permission for release 
for foreign exchange required must be obtained from the Central Bank. 
In granting a contract to a foreign firm, the Government will normally 
require the intermediation of a local agent. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 


vr U.S. GOVERNMENT PRINTING OFFICE: 1976—210-946/159 3-1 





